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EVOLUTION OF LARGE STORES IN SWEDEN, PARTICULARLY
WITH REFERENCE TO THE COOP GROUP

Lectured in Tokyo and Kobe by Mr. Helge Lundberg, Director of International
Department of Kooperativa Forbundet

The es-ablishment of large stores - department and variety stores as well as hypermarkets
- started more actively in the 1950s. The demand for more and new types of goods sold in
modern, attractive stores accumulated during the war and was more marked during the
1950s with the rapidly increasing standard of living. Concentration of population to large
cities, the fact that more and more consumers preferred shopping by. car and became
increasingly interested in freedom of choice further accentuated the need of the new type
of store, the department store.

Department stores in Sweden were scarce in number around 1950. Only some 30 Wefe in
operation in the country, out of which about 10 were cooperatively owned. 3% of the
total Swedish retailing passed through the department stores. The 10 cooperatively owned
units, however, accounted for as much as 10% of the aggregate coop retail sales.

In 1956 the Coop Group decided to embark on department store trade in a more organised
manner, in order to meet the wishes and demands of the cooperative members and the
consumers in general. A special organisation for the establishment of department stores
was formed, and any society wishing to take the step into the department store era was
offered to become a member and thus got access to the planning, operation and training
resources of the newly formed organisation DOMUS.

A programme of action was adopted by the Coop Congress and every effort was made for
a rapid and joint implementation of the plan for the DOMUS department store evolution.

The strong and united acting of the Coop Group also affected its competitors, the private
enterprisers, who were organised in two large chains, TEMPO and EPA. The competitors
immediately took up the gauntlet and property was bough: in all major trading areas
throughou: Sweden.

In 1957, the situation of department store trading in Sweden was the following:
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Retail group Name of stores  No. of stores  Sales mill. Skr  Share of sales

Coop Group DOMUS 15 100 4%
Anléns TEMPO 26 350 65%
NK NK+EPA 18 150 85%

The endeavours of all chains involved to open new stores were concentrated and purposeful.
Through the expert resources of its DOMUS department store organisation, the Coop
Group could unite all forces, and during the period 1957-1960, 15 additional new department
stores were opened yearly. The share of the department stores of the total coop retail
sales increased from the 4 9% mentioned above to 8 %. The profit that could be derived
from the initially very lucrative large stores was used to restructure the enormous net of
small coop stores, approximately 6,500 at that time, as well as to build up a new wholesale
and warehouse organisation for the Group.

Within the DOMUS department store organisation functions were built up for market
research, retail planning and operation, buying and staff recruitment/training. These
functions were later on integrated into KF and became the basis of KF’s present buying
organisation for non-food. The retail planning functions formed a special division within
KF with the task of giving the coop societies advice in the running of large stores.

As the large units affected essential parts of the community, the neighbourhood and the
surroundings in which they were established, the Coop Group set up a Town Planning
Department, which enabled the Coop Group not only to acquire increased knowledge of
planning conditions but also to give advice to municipal and state bodies.

From the start of the new coop chain it was considered important to create an appealing
image based on the formula ’

1. Quality of personnel
2. Quality of merchandise
3. Quality of interior and exterior design

The competitors did all they could to discredit the endeavours of the Coop Group. The
high ambition to base the evolution on the principle of quality was planned to be a long-term
programme. In spite of certain problems during the initial period, it is today an obvious
fact that this was the right policy. '

As early as in 1965, the favourable results of the explosive evolution of large stores were
manifest. The Coop Group had taken the lead on the Swedish department store market
and accounted for 45% of the trade of those stores. The corresponding figure for the two
private chains together was 33%.

In 1965 the situation in the department store market segment was the following:

Retail group No. of stores | Sales mill. Skr Share of sales
Coop Group 141 2, 000 35%
Anléns 75 850 85%
NK+EPA 85 800 90%

At that time the department stores had also become a major factor in cooperative retailing.
The DOMUS stores accounted for close on 40% of the cooperative sales and 60% of the
earnings were generated by these large units. We could firmly state the fact that without
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the establishment of the DOMUS stores it would have been extremely difficult
1. to meet the coop members’ requirements and wishes for non-food and attractive stores
2. to reorganise and modernise the network of many small coop stores
3. to meet our employees’ demands for better working conditions, higher salaries,
prospects of promotion, etc.

An optimistic outlook on the future, dynamic and progressive action characterized the
Coop Group. A firm basis for continued successful work for the organised consumer had
been laid down. In the middle of the 1960s, the hypermarket/superstore entered Swedish
retailing. The number of persons shopping by car had increased considerably, and town
planners, persons working out retail strategy, as well as consumers, needed a solution of
such problems as traffic jams in city areas, supply of durables, which were more and more
in demand and required increased storage space, rising costs for renting of large areas in
the cities, etc. The Coop Group reacted quickly and started its first hypermarket in 1963
and the second in 1967. The private chain stores also established new superstores.

Of course the arrival of a new member of the coop retail family asked for a new internal
strategy of merchandising, store planning and operation, as the hypermarkets in the first
establishments created internal competition between the different types of stores, such as
food stores, department stores and food supermarkets. ‘

A thoroughgoing change of retail strategy was made for the large units.

The department and variety stores should concentrate on personnel-intensive and ~demanding
products and services, while the hyper-markets should take care of space-demanding
durables and sell basic daily necessities in large quantities. For the first period an elaborated
retail strategy of the following appearance was implemented. (Picture)

The success of the hypermarkets and department stores continued, and in 1970 the

situation was the following:

Retail group Number of % of total sales in
Dept. stores Hypermarkets Dept. stores Hypermarkets

Coop Group 158 8 42% 8%

Anléns 105 3 90% 10%

NK+EPA 98 4 92% 8%

Within the Coop Group we could in 1970 state the fact that the major development phase
for the department stores was behind us. This applied to the evolution of hypermarkets,
too. Most markets and segments thereof had been covered by sales units with sufficient
capacity to cater for increased demands. As regards the department stores, the major
part of the work during the 1970s was therefore devoted to adapting these units to changes
in market conditions, in order to achieve better utilisation of the capacity of existing
stores.

The 1970s have, however, brought about new problems. In recent years, the single-line
retailers have had a great up-swing and the specialty stores have increased in number and
importance. This forced the Coop Group to reorganise some of its department stores and
embark on the establishment of a new type of stores, the furnishing and home decoration
unit, called INTERIOR. At present the Coop Group has 4 INTERIOR units and up to 1980
another 10 such units are planned. Through this measure the Coop Group intends to
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increase its share of the furniture market from at present 11% to 18-19%.

The achisition of one of Sweden's largest travel agencies, RESO, on January Ist, 1977
gave the Coop Group access to a new, expanding market in the field of travels, holiday
arrangements, hotels, which will further strengthen the Group’s market position as well
as enable our members to control another important segment of consumption.

The merger of the two private department store chains TEMPO and NK/EPA in the
autumn of 1976 has created a situatin of extremely keen competition. The existence of a
strong Coop Group has probably saved the retail market from State intervention, all for
the purpose of keeping up competition on the market.
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